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DEPARTMENT  OF  ENERGY 

Economic  Regulatory  Administration 

10CFR  Part  211 

[Docket  No.  ERA-R-80-09] 

Alaska  North  Slope  Crude  Oil 
Entitlements 

agency:  Economic  Regulatory 
Administration,  Department  of  Energy. 

ACTION:  Notice  of  Proposed  Rulemaking. 

SUMMARY:  The  Economic  Regulatory 
Administration  (ERA)  of  the  Department 
of  Energy  (DOE)  proposes  alternative 
amendments  to  the  Mandatory 
Petroleum  Allocation  Regulations 
modifying  the  treatment  of  Alaska  North 
Slope  (ANS)  crude  oil  under  the 
entitlements  program,  10  CFR  211.67. 
ERA  is  proposing  to  modify  the 
entitlements  treatment  accorded  ANS 
upper  tier  crude  oil  in  order  to  allocate 
the  benefits  of  price-controlled  ANS 
upper  tier  crude  oil  on  an  equitable 
basis.  Under  the  first  alternative 
proposal,  ANS  upper  tier  crude  oil 
would  be  treated  as  a  separate  category 
of  oil  for  purposes  of  the  entitlements 
program  and  would  incur  entitlements 
obligations  calculated  on  the  basis  of 
refiners’  reported  weighted  average 
acquisition  costs  for  ANS  upper  tier 
crude  oil.  Pursuant  to  the  second 
alternative  proposal,  refiners  of  ANS 
upper  tier  crude  oil  would  incur 
entitlements  obligations  calculated  by 
reducing  regular  upper  tier  entitlements 
obligations  by  a  transportation 
differential  established  by  DOE.  Under 
either  option,  current  differentials  in 
refiners’  crude  oil  acquisition  costs  and 
product  prices  would  be  reduced,  but 
neither  option  would  result  in  significant 
changes  in  average  crude  oil  costs  or 
product  prices. 

Because  the  current  treatment  of  ANS 
upper  tier  crude  oil  under  the 
entitlements  program  has  resulted  in 
serious  distortions  in  the  refining 
industry  and  retail  gasoline  market,  the 
Deputy  Secretary  has  granted  a  waiver 
of  the  60-day  public  comment  period 
and  has  authorized  the  notice  and 
comment  period  to  be  shortened  to  30 
days  with  respect  to  this  rulemaking. 

ERA  proposes  to  make  the  amendments 
which  may  be  adopted  applicable  to 
transactions  required  to  be 
consummated  pursuant  to  the  first 
Entitlement  Notice  issued  after  the 
effective  date  of  the  final  rule. 


dates:  Written  comments  by  June  13, 
1980,  4:30  p.m. 

Hearing  dates:  Seattle,  Washington, 
June  3, 1980:  Washington,  D.C.,  June  5, 
1980. 

Requests  to  speak  by  4:30  p.m,:  May 
27, 1980,  for  the  Seattle  hearing:  May  29, 
1980  for  the  Washington,  D.C.  hearing. 
ADDRESSES:  All  comments  and  requests 
to  speak  at  the  Washington,  D.C., 
hearing  should  be  submitted  to  the 
Economic  Regulatory  Administration, 
Office  of  Public  Hearing  Management, 
Docket  No.  ERA-R-80-09,  Department 
of  Energy,  Room  2313,  2000  M  Street, 
N,W.,'  Washington,  D.C.  20461. 

Requests  to  speak  at  other  hearings: 
Seattle  hearing — U.S.  Department  of 
Energy,  Region  X,  Attn:  Janet  Marcan, 
Room  1992,  915  Second  Avenue,  Seattle, 
Washington  98174. 

HEARING  LOCATIONS:  Seattle  hearing: 
New  Federal  Building,  4th  Floor,  South 
Auditorium,  915  Second  Avenue,  Seattle, 
Washington  98174;  Washington,  D.C. 
hearing:  Room  2105,  2000  M  Street, 

N.W.,  Washington,  D.C. 

FOR  FURTHER  INFORMATION  CONTACT: 
William  L.  Webb  (Office  of  Public 
Information),  Economic  Regulatory 
Administration,  Room  B-110,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461 
(202)  653^055. 

Robert  Gillette  (Hearing  Procedures), 
Economic  Regulatory  Administration, 
Room  2214-B,  2000  M  Street,  N.W., 
Washington,  D.C.  20461  (202)  653- 
3757. 

David  A.  Welsh  (Office  of  Petroleum 
Operations),  Economic  Regulatory 
Administration,  Room  6216-A,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461 
(202)  653-3475. 

Daniel  J.  Thomas  (Petroleum  Pricing 
Regulations),  Economic  Regulatory 
Administration,  Room  7302,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461 
(202)  653-3202. 

William  Funk  or  Christopher  M.  Was 
(Office  of  General  Counsel), 
Department  of  Energy,  Room  6A-127, 
1000  Independence  Avenue,  S.W., 
Washington,  D.C.  20585  (202)  252-6736 
or  252-6744. 

SUPPLEMENTARY  INFORMATION: 

I.  Background. 

A.  The  Prior  Rulemaking  According  Import 
Tier  Entitlements  Treatment  to  Alaska  North 
Slope  Crude  Oil. 

B.  The  Current  Situation. 

II.  Objectives  of  This  Rulemaking. 

III.  Alternative  Proposed  Amendments. 

A.  First  Alternative  Proposal. 

B.  Second  Alternative  I^oposal. 


C.  Other  Issues  On  Which  Comments  Are 
Requested. 

IV.  Proposed  Effective  Date  of  a  Final  Rule. 

V.  Procedural  Requirements. 

VI.  Written  Comments  and  Public  Hearings 
Procedures. 

I.  Background 

A.  The  Prior  Rulemaking  According 
Import  Tier  Entitlements  Treatment  to 
Alaska  North  Slope  Crude  Oil 

Effective  June  1, 1977,  the  Mandatory 
Petroleum  Allocation  Regulations  were 
amended  to  permit  Alaska  North  Slope 
(ANS)  crude  oil  to  be  treated  as 
imported  crude  oil  for  purposes  of  the 
Entitlements  Program.  See  10  CFR 
211.67(b)(2)  and  the  definition  of 
“Alaska  North  Slope  (ANS)  crude  oil”  in 
§  211.62:  42  FR  41565  (August  17, 1977). 
'That  same  rulemaking  confirmed  that 
first  sales  of  ANS  crude  oil  were  subject 
to  the  upper  tier  ceiling  price  rule. 

The  special  entitlements  treatment  for 
ANS  crude  oil  was  based  on  the  high 
cost  of  transportation  of  that  oil  to 
domestic  refiners.  Due  to  the  Trans- 
Alaska  Pipeline  tariffs  and  shipping 
costs,  extraordinary  costs  are 
associated  with  the  Transportation  of 
ANS  crude  oil  from  the  North  Slope  to 
domestic  refiners  as  compared  with 
other  upper  tier  domestic  crude 
production.  An  analysis  undertaken  as 
part  of  the  1977  rulemaking  concluded 
that  the  cost  of  transporting  ANS  crude 
oil  to  the  continental  United  States  was 
approximately  $7-9  per  barrel. 

At  the  time  of  the  1977  rulemaking,  the 
wellhead  price  of  ANS  crude  oil  was 
projected  to  be  significantly  lower  than 
that  of  upper  tier  crude  oil  in  the  rest  of 
the  United  States  as  a  consequence  of 
the  higher  transportation  costs.  The 
wellhead  price  of  ANS  crude  oil  in  effect 
was  established  by  subtracting  the 
transportation  costs  associated  with 
ANS  crude  oil  from  refiners’  acquisition 
costs  for  comparable  grades  of  imported 
oil.  At  that  time  comparable  grades  of 
imported  oil  sold  for  about  $14  per 
barrel  delivered  to  the  refinery.  After 
deduction  of  transportation  costs  of  $7-9 
per  barrel,  a  wellhead  price  of  about  $5- 
7  per  barrel  was  established.  This  was 
well  below  the  upper  tier  ceiling  price  at 
that  time  of  about  $12  per  barrel. 

In  the  1977  rulemaking,  we  determined 
that  the  imposition  of  an  upper  tier 
entitlements  obligation  on  the  refining  of 
ANS  crude  oil  would  have  depressed 
wellhead  prices  to  unacceptable  levels. 

If  ANS  crude  oil  had  been  required  to 
incur  upper  tier  entitlement  obligations, 
refiners  generally  would  not  have  been 
willing  to  pay  a  price  higher  than  the 
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delivered  cost  of  other,  non-ANS  upper 
tier  crude  oil,  at  that  time  about  $12  per 
barrel.  After  subtracting  transportation 
costs,  the  resulting  wellhead  price  for 
ANS  crude  oil  would  have  been 
approximately  $3-5  per  barrel.  This 
wellhead  price  level  would  have 
reduced  incentives  to  transport  ANS 
crude  oil  to  Gulf  Coast  refiners  as  well 
as  incentives  for  the  production  and 
development  of  crude  oil  reserves  on  the 
North  Slope. 

The  rulemaking  cited  the  need  to 
provide  “the  maximum  monetary  and 
psychological  incentives  for  these  and 
other  producers  to  explore  aggressively 
elsewhere  in  the  Arctic  and  in  other 
frontier  regions”  as  a  basis  for  the 
decision  to  accord  import  oil  entitlement 
treatment  to  ANS  oil.  42  FR  41567 
(August  17, 1977).  However,  the 
preamble  to  the  1977  rulemaking  also 
noted: 

The  amendment  adopted  today  simply 
recognizes  that  at  the  current  level  of  world 
market  prices,  no  entitlement  obligation  is 
appropriate  with  respect  to  the  rehning  of 
ANS  crude  oil  because  a  refiner  that  incurs 
the  transportation  cost  for  such  crude  oil  plus 
a  wellhead  price  that  is  subject  to  the  upper 
tier  ceiling  price  rule  does  not  thereby  have 
access  to  a  price  benefit,  as  compared  with 
imported  crude  oil  or  with  uncontrolled 
domestic  crude  oil. 

After  adoption  of  the  amendments  in 
the  1977  rulemaking  and  throughout 
1978,  the  price  of  comparable 
uncontrolled  oil  less  the  transportation 
costs  associated  with  ANS  production 
was  lower  than  the  upper  tier  ceiling 
price.  As  a  result,  ANS  wellhead  prices 
were  maintained  below  the  upper  tier 
ceiling  price.  In  1977  the  ANS  wellhead 
price  averaged  $6.36  per  barrel,  and  ip 
1978  it  average  $5.22  per  barrel.  These 
price  levels  support  the  desirability  of 
special  entitlements  consideration. 
Otherwise  the  average  ANS  wellhead 
price  would  have  been  even  lower, 
marketing  of  such  crude  oil  in  areas 
other  than  the  West  Coast  would  have 
been  severely  limited,  the  total  ANS 
crude  output  might  have  been  reduced, 
and  exploration  and  development  of 
other  Alaskan  reserves  might  have  been 
hindered.  Instead,  because  ANS  oil  was 
allowed  to  compete  with  equivalent 
imported  oils,  the  North  Slope  producers 
have  made  extensive  efforts  to  expand 
the  capacity  of  the  Trans-Alaskan 
Pipeline  and  have  increased  total  daily 
deliveries  by  about  300,000  barrels  a  day 
since  1978. 

Furthermore,  to  the  extent  that  the 
delivered  cost  of  uncontrolled  oil  did  not 
exceed  that  of  ANS  crude  oil,  rebners  of 
ANS  crude  oil  did  not  enjoy  a 
competitive  advantage. 


B.  The  Current  Situation 

As  a  result  of  the  dramatic  increases 
in  prices  for  imported  oil  in  1979,  costs 
for  uncontrolled  crude  oil  have  risen 
sharply.  One  effect  of  the  rising  cost  for 
uncontrolled  crude  oil  was  that  the 
delivered  price  of  ANS  crude  oil 
increased  until  the  ANS  wellhead  price 
reached  the  upper  tier  ceiling  price  in 
July  1979.  The  following  table  indicates 
the  recent  levels  of  ANS  crude  oil 
wellhead  prices: 

Average  Wellhead  Price/per  Barrel 


Month: 

January  1979 .  $5.79 

February .  5.87 

March .  6.66 

April .  7.45 

May .  8.47 

June  8.97 

July  13.35 

August  14.14 

September .  13.09 

October  13.19 

November .  13.48 

December .  13.59 

January  1980 .  13.70 


Since  July  1979  the  wellhead  price  of 
ANS  upper  tier  crude  oil  has  been 
constrained  by  the  upper  tier  ceiling 
price.  However,  the  refiner  acquisition 
cost  for  uncontrolled  oil  has  continued 
to  rise  far  above  the  reflner  acquisition 
cost  for  price-controlled  ANS  crude  oil. 
Currently,  quoted  prices  for  the  portion 
of  ANS  crude  production  gradually 
being  released  from  upper  tier  to 
uncontrolled  status  after  December  31, 

1979,  pursuant  to  the  program  for  the 
phased  deregulation  of  upper  tier  crude 
oil  (see  definition  of  “market  level  new 
crude  oil”  in  §  212.72  and  §  212.74(a)), 
are  in  excess  of  $30  per  barrel  delivered 
to  the  refinery.  In  January  1980  the 
average  acquisition  cost  of  all 
uncontrolled  oil  was  $30.39  per  barrel. 

In  comparison,  the  data  reported  to 
DOE  indicates  that  the  weighted 
average  cost  to  refiners  for  ANS  upper 
tier  crude  oil  was  only  $23.46  per  barrel 
(composed  of  a  wellhead  ceiling  price  of 
$13.66  per  barrel  plus  average  , 
transportation  costs  of  $9.80).  In  January 

1980,  ANS  upper  tier  crude  oil  was 
acquired  at  a  net  average  refiner 
acquisition  cost,  after  receiving  the  same 
entitlements  benefit  as  uncontrolled 
crude  oil,  that  was  $6.93  per  barrel 
below  the  average  cost  of  all 
uncontrolled  crudes.  See  the 
Entitlements  Notice  issued  for  the  month 
of  January  1980,  published  at  45  FR 
19019  (March  24, 1980).  Thus,  refiners 
with  access  to  price-controlled  ANS 
upper  tier  crude  oil  have  enjoyed  lower 
acquisition  costs  in  recent  months  and 
have  realized  a  significant  competitive 
advantage  because  of  the  entitlements 
treatment  of  ANS  crude  oil. 

The  premise  of  the  1977  rulemaking  is 
no  longer  valid.  There  are  no  longer 


exists  a  need  to  accord  ANS  crude  oil 
the  same  entitlements  treatment  as 
uncontrolled  crude  oil  to  permit  an 
equitable  wellhead  price.  Indeed,  this 
competitive  advantage  enjoyed  by 
refiners  of  ANS  crude  oil  is  causing 
anomalies  in  the  retail  gasoline  market, 
where  the  lower  crude  costs  have  been 
reflected  in  lower  gasoline  selling  prices 
by  marketers  supplied  by  refiners  of 
ANS  crude  oil.  The  adverse  competitive 
impact  on  other  marketers,  particularly 
in  regions  of  the  country  where  refiners 
of  North  Slope  oil  have  a  dominant 
market  position,  has  in  some  cases  been 
sever.  Where  volumes  of  ANS  crude  oil 
are  refined  into  exempt  products,  the 
same  market  distortion  potential  exists, 
especially  if  refiners  of  ANS  upper  tier 
crude  oil  attempt  to  comply  with  the 
voluntary  price  guidelines  of  the  Council 
on  Wage  and  Price  Stability. 

Finally,  the  purpose  of  the 
entitlements  program  is  to  allocate  the 
benefits  of  price-controlled  domestic 
crude  oil  equitably  among  all  sectors  of 
the  petroleum  industry,  and  among  all 
users.  To  the  extent  that  the  benefits  of 
price  controls  on  ANS  upper  tier  crude 
oil  are  enjoyed  by  a  few  refiners,  rather 
than  by  all  domestic  refiners,  several 
important  objectives  of  the  Emergency 
Petroleum  Allocation  Act  of  1973,  as 
amended  (EPAA),  are  being  frustrated. 
For  example,  sections  4(b)(1)(D),  (F)  and 
(I)  of  the  EPAA  require  the  DOE  in 
administering  its  price  and  allocation 
controls  to  provide,  to  the  maximum 
extent  practicable,  for  the  “preservation 
of  an  economically  sound  and 
competitive  petroleum 
industry  *  *  *  and  *  *  *  the 
competitive  viability 
of  *  *  *  nonbranded  independent 
marketers  and  branded  independent 
marketers,”  the  “equitable  distribution 
of  crude  oil  *  *  *  at  equitable  prices 
among  all  regions  and  areas  of  the 
United  States  and  sectors  of  the 
petroleum  industry,”  and  the 
“minimization  of  economic  distortion.” 
Accordingly,  we  propose  to  allocate 
more  equitably  among  all  refiners  the 
economic  benefits  of  price-controlled 
ANS  crude  oil  production  by  requiring 
refiners  of  ANS  upper  tier  crude  oil  to 
incur  an  entitlements  obligation  on 
purchases  of  ANS  upper  tier  crude  oil 
that  reflects  the  true  cost  of  such  oil  in 
the  marketplace. 

II.  Objectives  of  This  Rulemaking 

By  proposing  amendments  to  the 
regulations  to  modify  the  treatment  of 
ANS  crude  oil  under  the  entitlements 
program,  we  seek  to  achieve  several 
objectives.  First,  we  seek  to  minimize 
the  disparities  in  refiners'  acquisition 
costs  for  crude  oil  by  eliminating  the 
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competitive  advantage  realized  by 
refiners  of  ANS  upper  tier  crude  oil 
caused  solely  by  the  current  regulatory 
treatment  of  such  oil.  Second,  the 
proposed  amendments  seek  to  allow  a 
wellhead  price  for  ANS  crude  oil  that 
will  not  cause  any  lessening  in  the 
incentives  of  North  Slope  producers  to 
maximize  their  production  efforts. 

Adoption  of  either  of  the  two 
proposals  set  forth  below  would  help  to 
reduce  the  large  differentials  between 
refiners’  and  marketers’  prices  for 
gasoline  and  other  products.  Under 
either  alternative  the  average  crude  oil 
aquisition  cost  of  refiners  with  access  to 
ANS  crude  oil  would  increase  and  the 
crude  oil  acquisition  cost  for  other 
refiners  would  decrease  by  an  offsetting 
amount.  On  average  there  would  be  no 
change  in  refiners’  crude  oil  acquisition 
costs,  and  therefore  it  is  not  expected 
that  there  would  be  a  significant  change 
in  average  product  prices  nationwide. 
The  purpose  of  this  rulemaking  is 
neither  to  increase  nor  decrease  average 
crude  oil  costs  or  product  prices,  but 
instead  to  narrow  the  range  of  costs  and 
prices  around  the  average. 

Finally,  in  amending  the  regulations, 
we  also  seek  to  avoid  any  adverse 
impact  on  the  market  for  any  other 
domestically  produced  crude  oil. 

III.  Alternative  Proposed  Amendments 

Two  alternative  proposals  to  amend 
the  regulations  to  impose  an 
entitlements  obligation  on  refiners  of 
ANS  crude  oil  are  proposed.  We  solicit 
comments  on  the  efficacy  of  each  of  the 
proposed  amendments,  in  terms  of:  (1) 
Allowing  an  appropriate  wellhead  price 
for  ANS  crude  oil;  (2)  minimizing  the 
existing  disparities  in  refiners’ 
acquisition  costs  for  domestic  crude  oil; 
(3)  eliminating  any  unfair  competitive 
advantages  enjoyed  by  refiners  of  ANS 
crude  oil;  and  (4)  the  impact  of  each 
proposal  on  the  market  for  domestically 
produced  crude  oil. 

A.  First  Alternative  Proposal 

The  first  alternative  proposal  would 
impose  an  entitlements  obligation  on 
ANS  upper  tier  crude  oil  as  a  separate 
category  of  oil  based  on  refiners’ 
reported  weighted  average  cost  per 
barrel  for  ANS  upper  tier  crude  oil.  In 
making  the  calculation  of  “deemed  old 
oil”  pursuant  to  §  211.67(b)(2)  for 
purposes  of  arriving  at  the  national 
domestic  crude  oil  supply  ratio,  there 
woulcLbe  included  a  fraction  of  each 
barrel  of  ANS  upper  tier  crude  oil  equal 
to  the  weighted  average  refiner 
acquisition  cost  per  barrel  for  crude  oil 
exempt  from  price  controls,  less  the 
weighted  average  refiner  acquisition 
cost  per  barrel  of  ANS  upper  tier  crude 


oil,  and  divided  by  the  entitlement  price 
for  the  month.  Old  oil  and  price- 
controlled  upper  tier  crude  oil  other  than 
ANS  crude  oil  would  continue  to  be 
treated  separately  in  calculating  a 
refiner’s  number  of  barrels  of  “deemed 
old  oil.”  By  establishing  a  separate 
category  for  ANS  upper  tier  crude  oil, 
the  entitlements  obligation  imposed  on 
ANS  upper  tier  crude  oil  would  be  less 
than  that  imposed  on  other  upper  tier 
crude  oil  because  of  the  higher  delivered 
cost  of  ANS  crude  oil. 

We  anticipate  that  treatment  of  ANS 
upper  tier  crude  oil  as  a  separate 
category  for  purposes  of  the 
entitlements  program  will  result  in  ANS 
upper  tier  crude  production  being  priced 
at  or  near  the  upper  tier  ceiling  price, 
although  delivered  costs  to  refiners 
located  in  PADDs  I-IV  will  exceed  those 
to  the  West  Coast  refiners  by  as  much 
as  $3.00  a  barrel.  DOE’s  Draft 
Regulatory  Analysis  indicates  that 
under  this  alternative,  post-entitlement 
costs  for  ANS  upper  tier  crude  oil  would 
be  less  than  or  equal  to  those  of  exempt 
competitive  crudes  in  both  markets. 
Consequently,  producers  should  be  able 
to  realize  ceiling  prices  for  deliveries  to 
both  markets  under  this  alternative.  We 
request  comments,  however,  concerning 
whether  the  uniform  entitlements 
obligation  imposed  nationwide  under 
this  alternative  will  haye  an  adverse 
effect  on  refiner  acquisition  costs  or 
wellhead  prices  for  ANS  or  other  crudes. 

In  the  event  that  the  comments 
demonstrate  adverse  effects  as  a  result 
of  imposition  of  a  uniform  entitlements 
obligation,  DOE  will  consider  imposing 
entitlements  obligations  on  separate 
categories  of  ANS  upper  tier  crude  oil 
delivered  to  refiners  located  in  PADDs 
I-IV  and  PADD  V  based  on  refiners’ 
reported  weighted  average  cost  per 
barrel  for  ANS  upper  tier  crude  oil 
delivered  in  those  respective  markets. 

We -have  proposed  regulatory  language 
which  would  implement  this  approach 
as  a  second  option  to  the  First 
Alternative  Proposal. 

We  solicit  comments  specifically  on 
the  potential  effects  of  both  these 
options  on  PADD  V  domestic  crude  oil 
prices,  incentives  for  PADD  V  refiners  to 
make  investments  to  process  indigenous 
heavy  crude  oils  and  the  impact  on 
imports  into  both  PADD  V  and  the  rest 
of  the  country.  We  also  request 
comments  on  any  possible  problems 
which  may  be  encountered  by  firms 
with  respect  to  reporting  the  delivered 
cost  for  ANS  upper  tier  crude  oil. 

B.  Second  Alternative  Proposal 

The  second  alternative  proposal  under 
consideration  would  require  refiners  of 
ANS  upper  tier  crude  oil  to  incur 


entitlements  obligations  calculated  by 
reducing  regular  upper  tier  entitlements 
obligations  by  a  nationwide 
transportation  adjustment  established 
by  DOE.  The  transportation  adjustment 
could  correspond  to  the  estimated 
additional  costs  of  transporting  ANS 
crude  oil  to  refineries  in  the  lower  48 
states. 

The  transportation  adjustment  would 
be  calculated  by  subtracting  an  average 
per  barrel  transportation  cost  from 
wellhead  to  refinery  for  all  other  upper 
tier  crude  oil  from  the  average  per  barrel 
costs  associated  with  transporting  ANS 
crude  oil  to  domestic  refineries.  For 
example,  if  ANS  crude  oil  transportation 
costs  for  January  1980  average  $8.43  per 
barrel  nationwide,  as  compared  with  an 
average  transportation  cost  from 
wellhead  to  refinery  of  $0.60  per  barrel 
for  all  other  upper  tier  crude  oil,  the 
transportation  adjustment  would  be 
calculated  to  be  $7.83  per  barrel.  The 
entitlement  obligation  imposed  on  ANS 
upper  tier  crude  oil  would  be  reduced  by 
this  $7.83  per  barrel  adjustment. 

We  propose  optional  methods  to 
obtain  data  which  will  provide  the  basis 
for  calculating  this  transportation 
adjustment.  The  first  method  developing 
data  for  the  transportation  adjustment  is 
for  refiners  to  submit  data  which  reflects 
their  actual  transportation  costs  as  part 
of  this  rulemaking.  Based  on  our 
analysis  of  the  data  submitted  by 
refiners,  DOE  would  establish  a  per 
barrel  ANS  transportation  adjustment. 
Once  established,  this  per  barrel  ANS 
transportation  adjustment  would  be 
incorporated  into  the  text  of  the 
regulations,  subject  to  periodic 
adjustment  based  on  our  analysis  of 
additional  transportation  cost  data 
submitted  in  the  future  by  refiners 
acquiring  ANS  upper  tier  crude  oil. 

We  request  comments  on  the 
feasibility  of  developing  ANS 
transportation  cost  data  in  this  manner. 
While  we  presume  that  refiners 
acquiring  ANS  crude  oil  would  have 
access  to  this  data,  we  specifically 
solicit  comments  concerning  who  should 
be  required  to  report  and  what  data 
should  be  submitted. 

The  second  method  of  calculating  the 
transportation  adjustment  is  for  ERA  to 
make  that  calculation  on  the  basis  of 
monthly  reports  submitted  to  ERA  by 
first  purchasers  and  refiners  on  forms 
ERA-182  -and  ERA-49.  ERA  would 
calculate  the  transportation  costs  for 
ANS  and  all  other  upper  tier  crude  oils 
by  subtracting  average  wellhead  prices 
from  average  delivered  costs  in  order  to 
derive  the  ANS  transportation 
adjustment.  The  cost  differential  would 
be  recalculated  each  month  and 
published  with  the  Entitlements  Notices 
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issued  by  ERA.  We  have  determined  in 
the  Draft  Regulatory  Analysis  that  this 
method  of  deriving  an  ANS 
transportation  adjustment  for  purposes 
of  calculating  ANS  upper  tier 
entitlements  would  yield  a  result 
essentially  equal  to  the  first  alternative 
proposal. 

We  have  proposed  alternative 
regulatory  language  reflecting 
alternative  methods  of  calculating  an 
ANS  transportation  adjustment.  We 
request  comments  on  our  proposed 
methods  for  calculating  the 
transportation  adjustment.  Specifically, 
should  we  use  a  transportation 
adjustment  calculated  from  monthly 
reports  made  to  ERA  (which  could  vary 
substantially  from  month  to  month  and 
which  reflects  trades  of  ANS  crude  for 
other  crude  oil)  or  should  we  specify  a 
transportation  adjustment  based  on  an 
analysis  of  past  and/or  current 
differentials?  In  order  to  assist  us  in 
making  this  determination,  we  request 
refiners  to  provide  us  with  actual  ANS 
transportation  costs  for  each  month 
from  January,  1978  to  the  present. 

If  a  nationwide  ANS  transportation 
adjustment  is  established  by  DOE  on 
either  a  one-time  or  monthly  basis,  our 
Draft  Regulatory  Analysis  indicates  that 
the  wellhead  price  for  ANS  upper  tier 
crude  oil  would  be  at  or  near  the  upper 
tier  ceiling  price.  However,  refiners’ 
acquisition  costs  for  ANS  upper  tier 
crude  oil  would  not  be  uniform 
throughout  the  United  States  under  this 
proposal.  West  Coast  refiners’  average 
acquisition  costs  for  ANS  upper  tier 
crude  oil  would  be  less  than  the  costs 
incurred  by  refiners  located  in  PADDs  I- 
IV,  reflecting  the  difference  in 
transportation  costs  between  PADDs  I- 
IV  and  PADD  V. 

We  request  comments  on  the 
adequacy  of  this  proposal  in  minimizing 
the  disparities  in  refiners’  acquisition 
costs  for  crude  oil,  its  possible  impact  on 
the  market  for  crude  oil  refined  in 
California,  its  impact  on  price-controlled 
ANS  wellhead  prices,  and  any  impact 
on  refiners  located  in  PADDs  I-IV. 

We  are  also  proposing  a  third  option 
to  this  second  alternative  proposal, 
which  would  require  refiners  of  ANS 
upper  tier  crude  oil  to  incur  entitlements 
obligations  based  on  different 
transportation  differentials  established 
by  DOE  for  ANS  crude  oil  delivered  to 
the  refineries  located  on  the  West  Coast 
(PADD  V)  or  in  PADDs  I-IV.  The  regular 
upper  tier  entitlements  obligation  would 
be  reduced  by  a  lower  transportation 
differential  for  ANS  upper  tier  crude  oil 
delivered  to  PADD  V  refineries  than  that 
for  ANS  upper  tier  crude  oil  delivered  to 
refineries  located  in  PADDs  I-IV.  Thus, 
the  entitlements  obligation  incurred  by 


West  Coast  refineries  of  ANS  crude  oil 
would  be  higher  than  those  of  PADDs  I- 
IV  refineries,  reflecting  the  increased 
costs  of  transporting  ANS  crude  oil  to 
refineries  located  in  PADDs  I-IV. 

We  have  proposed  alternative 
regulatory  language  for  this  third  option, 
which  would  have  the  effect  of 
equalizing  the  acquisition  costs  of  all 
refiners  of  ANS  upper  tier  crude  oil 
regardless  of  their  location.  We  request 
comments  on  the  adequacy  of  this 
option  in  minimizing  the  disparities  in 
refiners’  acquisition  costs,  its  impact  on 
price-controlled  ANS  wellhead  prices, 
its  effects  on  West  Coast  refiners  of 
ANS  upper  tier  crude  oil,  and  the 
possible  impact  on  the  market  for  crude 
oil  refined  in  California.  We  also  request 
comments  on  our  methods  for 
calculating  the  respective  transportation 
adjustments,  e.g.,  whether  from  monthly 
reports  submitted  to  ERA,  actual  cost 
data  submitted  by  refiners,  or  by  some 
other  method. 

C.  Other  Issues  On  Which  Comments 
Are  Requested 

1.  Decontrol  of  ANS  Crude  Oil 

The  crude  oil  cost  disparity  problem 
dealt  with  in  this  rulemaking  exists  only 
with  respect  to  price-controlled  ANS 
crude  oil.  Like  all  other  upper  tier  oil, 
ANS  oil  is  being  decontrolled, 
commencing  in  January  1980,  at  the  rate 
of  4.6  percent  per  month.  Under  this  rate 
of  release,  all  ANS  and  other  price- 
controlled  crude  oil  will  have  been 
decontrolled  by  October  1, 1981,  the 
date  on  which  the  President’s  authority 
to  control  crude  oil  and  product  prices 
expires. 

As  increasing  volumes  of  ANS  crude 
oil  are  released  from  controls  (and 
decreasing  volumes  remain  subject  to 
controls),  the  cost  disparity  problems 
caused  by  the  present  entitlements 
treatment  of  ANS  upper  tier  oil  will 
diminish  in  significance.  By  January  1, 
1981,  for  example,  less  than  half  the 
volume  of  ANS  crude  oil  being  produced 
in  January  1980  will  be  receiving  the 
current  advantages  of  ANS  entitlements 
treatment.  In  light  of  the  gradually 
diminishing  volumes  of  ANS  upper  tier 
oil,  we  request  comments  on  whether 
continued  gradual  decontrol  of  ANS 
crude  oil  will  be  an  adequate  solution  to 
the  current  market  distortion  problems. 
While  we  are  not  proposing  it  as  an 
option  in  this  rulemaking,  we  also 
request  comments  and  analysis  on  the 
impacts  and  effects  that  might  result  if 
all  ANS  crude  oil  were  promptly 
decontrolled.  In  particular,  commenters 
on  this  issue  should  address  what  the 
effects  of  immediate  decontrol  of  ANS 
crude  oil  would  be  on  producer 


revenues,  crude  oil  and  product  prices, 
the  rate  of  inflation,  and  the  volume  of 
crude  oil  that  would  be  produced  from 
the  North  Slope. 

2.  ANS  Crude  Oil  Quality  Adjustment 

We  understand  that  ANS  crude  oil 
may  have  a  lower  gravity  and  a  higher 
sulfur  content  than  the  average  of  other 
crudes  run  by  refiners.  We  solicit 
comments  on  whether  the  entitlements 
obligation  on  ANS  crude  oil  under  any 
of  the  alternatives  proposed  should  be 
adjusted  to  reflect  these  quality 
differences.  We  solicit  comments  which 
provide  specific  information  as  to  the 
basis  upon  which  such  adjustments 
might  be  made,  e.g.,  the  types  of 
imported  crudes,  exempt  domestic 
crudes,  or  controlled  domestic  crudes 
which  would  provide  a  basis  for 
comparison. 

IV.  Proposed  Effective  Date  of  a  Final 
Rule 

Since  the  severe  market  distortions 
resulting  from  the  current  treatment  of 
ANS  upper  tier  entitlements  should  be 
corrected  as  soon  as  possible,  we 
propose  to  make  any  final  rule  that  is 
adopted  applicable  to  transactions 
required  to  be  consumated  pursuant  to 
the  first  Entitlements  Notice  issued  after 
the  effective  date  of  a  final  rule.  We 
solicit  comments,  however,  which 
address  the  appropriate  effective  date 
for  any  of  the  amendments  discussed 
above.  Specifically,  consideration  is 
being  given  to  making  the  final  rule 
effective  immediately  upon  issuance. 

The  purchase  and  sale  requirements 
set  forth  in  an  Entitlements  Notice  are 
based  on  data  reported  by  refiners 
pursuant  to  §  211.66  of  the  regulations 
regarding  their  crude  oil  receipts  and 
runs  to  stills  for  the  second  month  prior 
to  the  month  of  issuance  of  the  Notice. 
Thus,  a  final  rule  adopted  in  mid-June, 
effective  immediately  upon  issuance, 
would  be  applicable  to  ANS  upper  tier 
crude  oil  purchased  and  run  in  the 
month  of  April.  However,  inasmuch  as 
the  entitlements  transactions  based  on 
the  data  reported  by  refiners  are  not 
required  to  be  consumated  until  after 
issuance  by  DOE  of  the  Entitlements 
Notice,  and  under  the  refiner  price 
regulations  entitlement  payments  may 
not  be  passed  through  in  product  pricing 
until  the  subsequent  month,  we  have 
tentatively  concluded  that  parties  will 
not  be  affected  unfairly  by  our  proposed 
course  of  action.  We  solicit  comments, 
however,  on  the  advisability  of  making 
any  amendment  ultimately  adopted 
applicable  to  transactions  required  to  be 
consummated  pursuant  to  the  first 
Entitlements  Notice  issued  after  the 
effective  date  of  the  final  rule,  and  any 
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possible  adverse  effects  of  such  a  course 
of  action. 

V.  Procedural  Requirements 

A.  Section  404  of  the  DOE  Act 

Pursuant  to  the  requirements  of 
Section  404(a)  of  the  Department  of 
Energy  Organization  Act  (the  DOE  Act), 
we  have  referred  this  proposed  rule  to 
the  Federal  Energy  Regulatory 
Commission  for  a  determination 
whether  the  proposed  rule  would 
significantly  affect  any  matter  within  the 
Commission’s  jurisdiction.  The 
Commission  will  have  until  the  close  of 
the  public  comment  period  to  make  this 
determination. 

B.  Section  7  of  the  FEA  Act  and  NEPA 
Considerations 

Pursuant  to  section  7(a)  of  the  Federal 
Energy  Administration  Act  of  1974  (15 
U.S.C.  787  et  seq.,  Pub.  L.  No.  93-275,  as 
amended),  the  requirements  of  which 
remain  in  effect  under  section  501(a)  of 
the  DOE  Act,  the  delegate  of  the 
Secretary  of  Energy  shall,  before 
promulgating  proposed  rules, 
regulations,  or  policies  affecting  the 
quality  of  the  environment,  provide  a 
period  of  not  less  than  five  working  days 
during  which  the  Administrator  of  the 
Environmental  Protection  Agency  (EPA) 
may  provide  written  comments 
concerning  the  impact  of  such  rules, 
regulations,  or  policies  on  the  quality  of 
the  environment.  Such  comments  shall 
be  published  together  with  publication 
of  notice  of  the  proposed  action. 

A  copy  of  the  notice  was  sent  to  the 
EPA  Administrator,  The  Administrator 
indicated  that  he  does  not  foresee  these 
actions  having  an  unfavorable  impact  on 
the  quality  of  the  enviornment  as  related 
to  the  duties  and  responsibilities  of  the 
EPA. 

The  Assistant  Secretary  for 
Environment  has  determined,  after 
consolation  with  the  Office  of  the 
General  Counsel,  that  these 
amendments  would  not  significantly 
affect  the  quality  of  the  human 
environment  within  the  meaning  of  the 
National  Environmental  Policy  Act 
(NEPA,  42  U.S.C.  4321  et  seq.)  Therefore, 
neither  an  enviornmental  assessment 
nor  an  enviornmental  impact  statement 
will  be  necessary. 

C.  Executive  Order  12044 

1.  Waiver  of  60-Day  Public  Comment 
Period  and  Authorization  to  Adopt  a 
Final  Rule  on  30  Days  Notice 

Section  2(c)  of  the  Executive  Order 
12044  imposes  a  60-day  comment  period 
requirement  with  respect  to  the 
Dromulgation  of  proposed  signiHcant 
■egulations.  If  the  agency  determines  a 


60-day  comment  period  is  not  possible, 
it  must  provide  a  brief  statement  of  the 
reasons  for  a  shorter  period. 

Paragraph  8(i)  of  DOE  Order  2030.1, 
which  implements  Executive  Order 
12044,  requires  that  a  60-day  public 
comment  period  be  provided.  However, 
paragraph  12  of  DOE  Order  2030.1 
provides  that  the  Secretary,  Deputy 
Secretary  or  Under  Secretary  may  waive 
requirements  imposed  by  DOE  Order 
2030.1  with  respect  to  the  promulgation 
of  a  particular  regulation. 

The  Deputy  Secretary  has  granted  a 
waiver  of  the  normal  60-day  public 
comment  period  and  has  authorized  the 
notice  and  comment  period  to  be 
shortened  to  30  days  with  respect  to  this 
rulemaking.  The  waiver  was  granted  so 
that  the  amendments  which  will  be 
adopted  as  a  result  of  this  rulemaking 
can  be  implemented  as  soon  as  possible. 

Several  reasons  led  to  the  Deputy 
Secretary’s  decision  to  grant  the  waiver. 
As  discussed  earlier  in  the  preamble,  the 
competitive  advantage  enjoyed  by 
refiners  of  ANS  crude  oil  has  resulted  in 
distortions  in  the  refining  industry  and 
the  retail  gasoline  market.  Marketers 
who  are  dependent  upon  supplies  from 
refiners  without  access  to  ANS  crude  oil 
hav  been  placed  at  a  significant 
competitive  disadvantage  because  they 
have  been  underpriced  by  marketers 
supplied  by  refiners  with  access  to  ANS 
crude  oil.  Recent  proceedings  before 
DOE’s  Office  of  Hearings  and  Appeals 
(Ohio  Independents  for  Survival,  Case 
No.  BEL-1075)  have  demonstrated  that 
the  market  distortion  problems  in  Ohio 
particularly,  where  the  largest  marketer 
of  gasoline  is  also  a  major  North  Slope 
producer,  are  so  severe  that  some 
marketers  without  access  to  gasoline 
refined  from  ANS  oil  are  threatened 
with  economic  extinction.  Similar  but 
more  scattered  market  distortion 
problems  exist  in  other  regions  of  the  . 
country. 

In  these  circumstances,  a  protracted 
rulemaking  proceeding  could  result  in 
serious  and  irreparable  injury  to 
gasoline  and  other  product  marketers 
who  do  not  have  access  to  product 
refined  from  ANS  crude  oil.  Therefore, 
pursuant  to  the  waiver  issued  by  the 
Deputy  Secretary,  ERA  intends  to  make 
the  amendments  which  will  be  adopted 
applicable  to  transactions  required  to  be 
consummated  pursuant  to  the  first 
Entitlements  Notice  issued  after  the 
publication  of  the  final  rule.  Two  public 
hearings  will  be  scheduled  in  the  30-day 
period  between  publication  of  the  NOPR 
and  adoption  of  a  final  rule.  Written 
comments  will  also  be  accepted  in  this 
same  time  period. 


2.  Regulatory  Analysis 

In  accordance  with  Executive  Order 
No.  12044  “Improving  Government 
Regulations’’  (43  FR  12661,  March  24, 

1978)  and  DOE’s  implementing  Order 
2030.1,  “Procedures  for  the  Development 
and  Analysis  of  Regulations,  Standards, 
and  Guidelines”  (44  FR  1032,  January  3, 

1979) ,  a  Draft  Regulatory  Analysis  has 
been  prepared  which  examines  the 
impacts  of  the  proposals  set  forth  above. 
A  summary  of  the  Draft  Regulatory 
Analysis  is  attached  as  an  appendix  to 
this  notice.  The  entire  Draft  Regulatory 
Analysis  is  available  for  public 
inspection  at  Room  B-110  of  the 
Economic  Regulatory  Administration , 
2000  M  Street,  NW.,  Washington,  D.C. 

You  are  invited  to  provide  comments 
on  the  Draft  Regulatory  Analysis  at  the 
same  time  you  submit  comments  on  the 
proposed  rule.  The  comments  will  be 
taken  into  account  before  the 
preparation  of  a  Final  Regulatory 
Analysis  or  any  final  rule  that  may  be 
adopted. 

VI.  Written  Comments  and  Public 
Hearings  Procedure 

A.  Written  Comments 

You  are  invited  to  participate  in  this 
proceeding  by  submitting  data,  views  or 
arugments  with  respect  to  the  issues  set 
forth  in  this  notice  of  proposed 
rulemaking.  All  comments  should  be 
submitted  by  4:30  p.m.,  e.d.t.,  June  13, 
1980.  Comments  should  be  submitted  to 
the  appropriate  address  indicated  in  the 
“Addresses”  section  of  this  preamble 
and  should  be  identified  on  the  outside 
envelope  and  on  documents  submitted 
with  the  design, ition  “Alaska  North 
Slope  (ANS)  Crude  Oil  Entitlements,” 
Docket  No.  ERA-R-80-09.  Ten  copies 
should  be  sumitted.  All  comments 
recieved  by  the  ERA  will  be  available 
for  public  inspection  in  the  DOE 
Freedom  of  Information  Office,  Room 
GA-152  Forrestal  Building,  1000 
Independence  Avenue,  SW., 

Washington,  D.C.,  and  in  the  ERA  Office 
of  Public  Information,  Room  B-110,  2000 
M  Street,  NW.,  Washington,  D.C. 
between  the  hours  of  8:00  a.m.  and  4:30 
p.m.,  Monday  through  Friday. 

Any  information  or  data  submitted 
which  you  consider  to  be  confidential 
must  be  so  identified  and  submitted  in 
writing,  one  copy  only.  We  reserve  the 
right  to  determine  the  confidential  status 
of  the  information  or  data  and  to  treat  it 
according  to  our  determination. 

B.  Public  Hearings 

1.  Procedure  for  Request  to  Make  Oral 
Presentation.  The  time  and  place  for  the 
hearings  are  indicated  in  the  “Dates” 
and  “Addresses’.’  sections  of  this 
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preamble.  If  necessary  to  present  all 
testimony,  the  hearings  will  resume  at 
9:30  a.m.  on  the  next  business  day 
following  the  first  day  of  each  hearing. 

You  may  make  a  written  request  for 
an  opportunity  to  make  an  oral 
presentation  at  the  hearings.  The 
requests  should  contain  a  telephone 
number  where  you  may  be  contacted 
during  the  day  before  the  particular 
hearing  at  which  you  will  speak. 

If  you  are  selected  to  be  heard  at  the 
Seattle  hearing,  we  will  notify  you 
before  4:30  p.m..  May  29, 1980;  if  you  are 
selected  to  be  heard  at  the  Washington 
hearing  we  will  notify  you  before  4:30 
p.m.,  June  2, 1980.  You  will  be  required 
to  submit  100  copies  of  your  statement 
on  the  morning  of  the  hearings 
scheduled  for  Seattle  at  the  hearing 
location  and  to  Room  2313,  2000  M 
Street,  N.W„  Washington,  D.C.  20461  by 
4:30  p.m.,  June  4, 1980  for  the 
Washington,  D.C.  hearing. 

2.  Conduct  of  the  Hearings.  We 
reserve  the  right  to  select  the  persons  to 
be  heard  at  the  hearings,  to  schedule 
their  respective  presentations,  and  to 
establish  the  procedures  governing  the 
conduct  of  the  hearings.  The  length  of 
each  presentation  may  be  limited,  based 
upon  the  numbers  of  persons  requesting 
to  be  heard. 

An  ERA  official  will  be  designated  to 
preside  at  the  hearings.  These  will  not 
be  judicial  or  evidentiary  type  hearings. 
Questions  may  be  asked  only  by  those 
conducting  the  hearings.  At  the 
conclusion  of  all  initial  oral  statements, 
each  person  who  has  made  an  oral 
statement  will  be  given  the  opportunity, 
if  he  or  she  so  desires,  to  make  a 
rebuttal  statement.  The  rebuttal 
statements  will  be  given  in  the  order  in 
which  the  initial  statements  have  been 
made  and  will  be  subject  to  time 
limitations. 

You  may  also  submit  questions  to  be 
asked  by  the  presiding  officer  of  any 
person  making  a  statement  at  any 
hearing  to  the  addresses  indicated 
above  for  requests  to  speak,  for  the 
location  concerned,  before  4:30  p.m.  on 
the  day  before  the  hearing.  If  you  wish 
to  ask  a  question  at  one  of  the  hearings, 
you  may  submit  the  question,  in  writing, 
to  the  presiding  officer.  The  ERA  or,  if 
the  question  is  submitted  at  the  hearing, 
the  presiding  officer  will  determine 
whether  the  question  is  relevant,  and 
whether  time  limitations  permit  it  to  be 
presented  for  answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearings 
will  be  announced  by  the  presiding 
officer. 

Transcripts  of  the  hearings  will  be 
made.  The  entire  record  of  the  hearings, 
including  the  transcripts,  will  be 


retained  by  the  ERA  and  made  available 
for  inspection  in  the  DOE  Freedom  of 
Information  Office,  Room  GA-152, 
Forrestal  Building,  1000  Independence 
Avenue,  SW„  Washington,  D.C.,  and  in 
the  ERA  Office  of  Public  Information, 
Room  B-110,  2000  M  Street,  N.W., 
Washington,  D.C.,  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 
Friday.  You  may  purchase  a  copy  of  the 
transcripts  from  the  reporter. 

(Emergency  Petroleum  Allocation  Act  of  1973, 
15  U.S.C.  751  et  seq..  Pub.  L.  93-159,  as 
amended.  Pub.  L.  93-511,  Pub.  L.  94-99,  Pub. 

L.  94-133,  Pub.  L.  94-163,  and  Pub.  L.  94-385; 
Federal  Energy  Administration  Act  of  1974, 

15  U.S.C.  787  et  seq..  Pub.  L.  93-275,  as 
amended.  Pub.  L.  94-332,  Pub.  L.  94-385,  Pub. 
L.  95-70,  and  Pub.  L.  95-91;  Energy  Policy  and 
Conservation  Act,  42  U.S.C.  6201  et  seq.,  Pub. 
L.  94-163,  as  amended.  Pub.  L.  94-385,  and 
Pub.  L.  95-70;  Department  of  Energy 
Organization  Act,  42  U.S.C.  7101  et  seq.,  Pub. 
L.  95-91;  EO  11790,  39  FR  23185;  EO  12009,  42 
FR  46267) 

In  consideration  of  the  foregoing.  Part 
211  of  Chapter  II,  Title  10  of  the  Code  of 
Federal  Regulations,  is  proposed  to  be 
amended  as  set  forth  below. 

Issued  in  Washington,  D.C.,  May  8, 1980. 
Hazel  R.  Rollins, 

Administrator,  Economic  Regulatory 
A  dministration. 

PART  211— MANDATORY  PETROLEUM 
ALLOCATION  REGULATIONS 

A.  First  Alternative  Proposal 

10  CFR  Part  211  is  amended  as 
follows: 

1.  Section  211.62  is  amended  by 
deleting  the  second  sentence  of  the 
definition  of  “Alaska  North  Slope  (ANS) 
crude  oil”  to  read  as  follows: 

§211.62  Definitions. 
***** 

"Alaska  North  Slope  (ANSJ  crude  oil” 
means  crude  oil  transported  through  the 
trans-Alaska  pipeline. 
***** 

2.  Section  211.67(bj(2j  is  amended  by 
revising  that  subparagraph  to  read  as 
follows: 

First  Option — Single  Category  of  ANS 
Upper  Tier  Entitlements  Nationwide 

§  21 1.67  Aiiocation  of  domestic  crude  oil. 
***** 

(b)  Required  purchase  of  entitlements 
by  refiners. 

(2)  The  number  of  barrels  of  deemed 
old  oil  included  in  a  refiner’s  adjusted 
crude  oil  receipts  for  purposes  of  the 
definition  of  the  national  domestic  crude 
oil  supply  ratio  in  §  211.62,  paragraph 
(b)(1)  of  this  section,  and  paragraph  (c) 
of  this  section  shall  be  calculated  as 
follows:  (i)  Each  barrel  of  old  oil  shall  be 


equal  to  one  barrel  of  deemed  old  oil;  (ii) 
Each  barrel  of  upper  tier  crude  oil 
(except  ANS  upper  tier  crude  oil)  shall 
constitute  that  fraction  of  a  barrel  of 
deemed  old  oil  the  numerator  of  which 
is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  such  weighted  average  cost  per 
barrel  to  refiners  of  upper  tier  crude  oil, 
and  the  denominator  of  which  is  the 
entitlement  price  for  that  month;  (iii) 
Each  barrel  of  ANS  upper  tier  crude  oil 
shall  constitute  that  fraction  of  a  barrel 
of  deemed  old  oil  the  numerator  of 
which  is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  such  weighted  average  cost  per 
barrel  to  refiners  of  ANS  upper  tier 
crude  oil,  and  the  denominator  of  which 
is  the  entitlement  price  for  that  month. 
***** 

Second  Option — Separate  Categories  of 
ANS  Upper  Tier  Entitlements  for  ANS 
Crude  Oil  Delivered  To  Refiners  in 
PADDs  I-IV  and  PADD  V 

§  21 1.67  Allocation  of  domestic  crude  oil. 
***** 

(b)  Required  purchase  of  entitlements 
by  refiners. 

(2)  The  number  of  barrels  of  deemed 
old  oil  included  in  a  refiner’s  adjusted 
crude  oil  receipts  for  purposes  of  the 
definition  of  the  national  domestic  crude 
oil  supply  ratio  in  §  211.62,  paragraph 
(b)(1)  of  this  section,  and  paragraph  (c) 
of  this  section  shall  be  calculated  as 
follows:  (i)  Each  barrel  of  old  oil  shall  be 
equal  to  one  barrel  of  deemed  old  oil:  (ii) 
Each  barrel  of  upper  tier  crude  oil 
(except  ANS  upper  tier  crude  oil)  shall 
constitute  that  fraction  of  a  barrel  of 
deemed  old  oil  the  numerator  of  which 
is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
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determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  such  weighted  average  cost  per 
barrel  to  refiners  of  upper  tier  crude  oil, 
and  the  denominator  of  which  is  the 
entitlement  price  for  that  month;  (iii) 

Each  barrel  of  ANS  upper  tier  crude  oil 
delivered  to  refineries  in  PADDs  I-IV 
shall  constitute  that  fraction  of  a  barrel 
of  deemed  old  oil  the  numerator  of 
which  is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  the  weighted  average  cost  per 
barrel  to  refiners  of  ANS  upper  tier 
crude  oil  delivered  to  refineries  in 
PADDS  I-IV  and  the  denominator  of 
which  is  the  entitlement  price  for  that 
month;  (iv)  Each  barrel  of  ANS  upper 
tier  crude  oil  delivered  to  refineries  in 
PADD  V  shall  constitute  that  fraction  of 
a  barrel  of  deemed  old  oil  the  numerator 
of  which  is  equal  to  the  reported 
weighted  average  cost  per  barrel  to 
refiners  of  imported  crude  oil,  stripper 
well  crude  oil  (as  defined  in  Part  212  cf 
this  chapter),  incremental  tertiary  crude 
oil  (as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  the  month, 
less  the  weighted  average  cost  per 
barrel  to  refiners  of  ANS  upper  tier 
crude  oil  delivered  to  refineries  in  PADD 
V,  and  the  denominator  of  which  is  the 
entitlement  price  for  that  month. 

3.  Section  211.67(i)(4)  is  amended  by 
deleting  the  words  “ANS  crude  oil”  to 
read  as  follows; 

§  21 1.67  Allocation  of  domestic  crude  oil. 

*  *  *  *  * 

(i)  Issuance  and  transfer  of 
entitlements.  *  *  * 

(4)  The  price  at  which  entitlements 
shall  be  sold  and  purchased  shall  be 
fixed  by  the  ERA  for  each  month  and 
shall  be  the  exact  differential  between 
the  weighted  average  cost  per  barrel  to 
refiners  of  old  oil  and  such  weighted 
average  cost  of  imported  crude  oil, 
stripper  well  crude  oil  (as  defined  in 
Part  212  of  this  chapter),  incremental 
tertiary  crude  oil  (as  determined 
pursuant  to  §  212.78),  tertiary  incentive 
crude  oil  (as  determined  pursuant  to 
§  212.78),  and  other  domestic  crude  oils 


the  first  sale  of  which  is  exempt  from 
the  provisions  of  Part  212  of  this  chapter, 
such  costs  to  be  equivalent  to  the 
delivered  costs  to  the  refinery. 
***** 

B.  Second  Alternative  Proposal 

10  CFR  Part  211  is  amended  as 
follows: 

1.  The  amendment  to  the  definition  of 
“Alaska  North  Slope  (ANS)  crude  oil”  is 
unchanged  from  the  First  Alternative 
Proposal. 

2.  Section  211.67(b)(2)  is  amended  by 
revising  that  subparagraph  to  read  as 
follows: 

First  Option — Fixed  ANS 
Transportation  Adjustment  Calculated 
on  the  Basis  of  Data  Submitted  by 
Refiners 

§  21 1.67  Allocation  of  domestic  crude  oil. 

***** 

(b)  Required  purchase  of  entitlements 
by  refiners.  *  *  * 

(2)  The  number  of  barrels  of  deemed 
old  oil  included  in  a  refiner’s  adjusted 
crude  oil  receipts  for  purposes  of  the 
definition  of  the  national  domestic  crude 
oil  supply  ratio  in  §  211.62  of  this 
subpart,  paragraph  (b)(1)  of  this  section, 
and  paragraph  (c)  of  this  section  shall  be 
calculated  as  follows:  (i)  Each  barrel  of 
old  oil  shall  be  equal  to  one  barrel  of 
deemed  old  oil;  (ii)  Each  barrel  of  upper 
tier  crude  oil  (except  ANS  upper  tier 
crude  oil)  shall  constitute  that  fraction 
of  a  barrel  of  deemed  old  oil  the 
numerator  of  which  is  equal  to  the 
reported  weighted  average  cost  per 
barrel  to  refiners  of  imported  crude  oil, 
stripper  well  crude  oil  (as  defined  in 
Part  212  of  this  chapter),  incremental 
tertiary  crude  oil  (as  determined 
pursuant  to  §  212.78),  tertiary  incentive 
crude  oil  (as  determined  pursuant  to 
§  212.78),  and  other  domestic  crude  oils 
the  first  sale  of  which  is  exempt  from 
the  provision  of  Part  212  of  this  chapter 
for  that  month,  less  such  weighted 
average  cost  per  barrel  to  refiners  of 
upper  tier  crude  oil,  and  the 
denominator  of  which  is  the  entitlement 
price  for  that  month;  (iii)  Each  barrel  of 
ANS  upper  tier  crude  oil  shall  constitute 
that  fraction  of  a  barrel  of  deemed  old 
oil  the  numerator  of  which  is  equal  to 
the  reported  weighted  average  cost  per 
barrel  to  refiners  of  imported  crude  oil, 
stripper  well  crude  oil  (as  defined  in 
Part  212  of  this  chapter),  incremental 
tertiary  crude  oil  (as  determined 
pursuant  to  §  212.78),  tertiary  incentive 
crude  oil  (as  determined  pursuant  to 
§  212.78),  and  other  domestic  crude  oils 
the  first  sale  of  which  is  exempt  from 
the  provisions  of  Part  212  of  this  chapter 
for  that  month,  less  the  sum  of  the 


weighted  average  cost  per  barrel  to 
refiners  of  upper  tier  crude  oil  and  a 

transportation  adjustment  of - per 

barrel,  and  the  denominator  of  which  is 
the  entitlement  price  for  that  month. 
Beginning  December  1. 1980,  DOE  may 
adjust  the  transportation  adjustment 
semi-annually  to  reflect  changed 
transportation  costs. 

Second  Option — Variable  Monthly  ANS 
Transportation  Adjustment  Calculated 
On  the  Basis  of  Monthly  Reports 
Submitted  to  ERA 

§  21 1.67  Allocation  of  domestic  crude  oil. 

(b)  Required  purchase  of  entitlements 
by  refiners.  *  *  * 

(2)  The  number  of  barrels  of  deemed 
old  oil  included  in  a  refiner’s  adjusted 
crude  oil  receipts  for  purposes  of  the 
definition  of  the  national  domestic  crude 
oil  supply  ration  in  §  211.62,  paragraph 
(b)(1)  of  this  section,  and  paragraph  (c) 
of  this  section  shall  be  calculated  as 
follows:  (i)  Each  barrel  of  old  oil  shall  be 
equal  to  one  barrel  of  deemed  old  oil:  (ii) 
Each  barrel  of  upper  tier  crude  oil 
(except  ANS  upper  tier  crude  oil)  shall 
constitute  that  fraction  of  a  barrel  of 
deemded  old  oil  the  numerator  of  which, 
is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78).  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  such  weighted  average  cost  per 
barrel  to  refiners  of  upper  tier  crude  oil, 
and  the  denominator  of  which  is  the 
entitlement  price  for  that  month;  (iii) 

Each  barrel  of  ANS  upper  tier  crude  oil 
shall  constitute  that  fraction  of  a  barrel 
of  deemed  old  oil  the  numerator  of 
which  is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  2f2.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  the  sum  of  the  weighted  average 
cost  per  barrel  to  refiners  of  upper  tier 
crude  oil  and  the  transportation 
adjustment  associated  with  transporting 
ANS  upper  tier  crude  oil  from  the  North 
Slope  to  domestic  refiners  published  by 
DOE,  and  the  denominator  of  which  is 
the  entitlement  price  for  that  month. 
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Third  Option — Different  ANS 
Transportation  Adjustments  for  ANS 
Crude  Oil  Delivered  to  Refiners  in 
PADDs  I-IV  and  PADD  V 

§  21 1.67  Allocation  of  domestic  crude  oil. 

(b)  Required  purchase  of  entitlements 
by  refiners.  *  *  * 

(2)  The  number  of  barrels  of  deemed 
old  oil  included  in  a  refiner’s  adjusted 
crude  oil  receipts  for  purposes  of  the 
definition  of  the  national  domestic  crude 
oil  supply  ratio  in  §  211.62,  paragraph 
(b)(lj  of  this  section,  and  paragraph  (c) 
of  this  section  shall  be  calculated  as 
follows:  (i)  Each  barrel  of  old  oil  shall  be 
equal  to  one  barrel  of  deemed  old  oil;  (ii) 
Each  barrel  of  upper  tier  crude  oil 
(except  ANS  upper  tier  crude  oil)  shall 
constitute  that  fraction  of  a  barrel  of 
deemed  old  oil  the  numerator  of  which 
is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  teritiary  crude  oil 
(as  determined  pursuant  to  §  212.78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  such  weighted  average  cost  per 
barrel  to  refiners  of  upper  tier  crude  oil, 
and  the  denominator  of  which  is  the 
entitlement  price  for  that  month:  (iii) 

Each  barrel  of  ANS  upper  tier  crude  oil 
delivered  to  refineries  in  PADDs  I-IV 
shall  constitute  that  fraction  of  a  barrel 
of  deemed  old  oil  the  numerator  of 
which  is  equal  to  the  reported  weighted 
average  cost  per  barrel  to  refiners  of 
imported  crude  oil,  stripper  well  crude 
oil  (as  defined  in  Part  212  of  this 
chapter),  incremental  tertiary  crude  oil 
(as  determined  pursuant  to  §  212,78), 
tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  the  sum  of  the  weighted  average 
cost  per  barrel  to  refiners  of  upper  tier 
crude  oil  and  a  transportation 

adjustment  of - per  barrel  for  ANS 

crude  oil  delivered  to  refineries  in 
PADDs  I-IV,  and  the  denominator  of 
which  is  the  entitlement  price  for  that 
month;  (iv)  Each  barrel  of  ANS  upper 
tier  crude  oil  delivered  to  refineries  in 
PADD  V  shall  constitute  that  fraction  of 
a  barrel  of  deemed  old  oil  the  numerator 
of  which  is  equal  to  the  reported 
weighted  average  cost  per  barrel  to 
refiners  of  imported  crude  oil,  stripper 
well  crude  oil  (as  defined  in  Part  212  of 
this  chapter),  incremental  tertiary  crude 
oil  (as  determined  pursuant  to  §  212.78), 


tertiary  incentive  crude  oil  (as 
determined  pursuant  to  §  212.78),  and 
other  domestic  crude  oils  the  first  sale  of 
which  is  exempt  from  the  provisions  of 
Part  212  of  this  chapter  for  that  month, 
less  the  sum  of  the  weighted  average 
cost  per  barrel  to  refiners  of  upper  tier 
crude  oil  and  a  transportation 

adjustment  of - per  barrel  for  ANS 

crude  oil  delivered  to  refineries  in  PADD 
V,  and  the  denominator  of  which  is  the 
entitlement  price  for  that  month. 
Beginning  December  1, 1980,  DOE  may 
adjust  the  transportation  adjustments 
semi-annually  to  reflect  changed 
transportation  costs. 

3.  The  amendment  to  subparagraph  (4) 
of  §  211.67(i)  is  unchanged  from  the  First 
Alternative  Proposal. 

Appendix — Summary  of  Draft 
Regulatory  Analysis 

Modification  of  Entitlements  Treatment 
of  Controlled  Alaskan  North  Slope 
Crude  Oil 

The  increase  in  cost  of  exempt  crudes 
in  1979  resulted  in  a  large  increase  in 
both  the  delivered  cost  of  controlled 
Alaskan  North  Slope  crude  oil  (ANS) 
and  its  wellhead  price.  In  July  1979,  the 
wellhead  price  reached  its  upper  tier 
ceiling  value,  and  the  delivered  cost 
could  no  longer  match  that  of  exempt 
crudes.  In  January  1980,  the  delivered 
cost  of  controlled  ANS  was  $6.93  less 
than  the  average  cost  of  the  other 
controlled  crudes  and  $7.97  less  than  the 
average  cost  of  imported  and  exempt 
domestic  crude.  This  caused  the  few 
refiners  of  ANS  crude  to  have  low  crude 
costs,  and  their  gasoline  wholesalers 
and  retailers  to  sell  at  prices  as  much  as 
15-20  cents  a  gallon  below  competitors. 
This  significant  cost  difference  is  due  to 
treating  price  controlled  ANS  in  the 
same  manner  as  exempt  crudes  in  the 
entitlements  program,  in  accordance 
with  the  rule  adopted  to  permit 
reasonable  wellhead  prices  in  1977  (42 
FR  41565,  August  17, 1977),  when  there 
were  no  cost  benefits  to  refiners  using 
ANS. 

The  equitable  distribution  of  all  price 
controlled  crude  is  one  of  the  objectives 
to  be  achieved  by  the  regulations 
promulgated  under  the  Emergency 
Petroleum  Allocation  Act  of  1973,  as 
amended.  In  order  to  achieve  this 
objective,  the  Department  of  Energy  has 
proposed  amendments  to  its  regulations. 
Several  regulatory  proposals  are 
analyzed  in  this  report. 

Four  objectives  should  be  realized  by 
these  proposed  amendments. 

1.  The  post-entitlement  cost  of  price 
controlled  ANS  crude  should  be 
comparable  to  that  for  other  crudes. 


2.  ANS  producers  generally  should  be 
able  to  realize  ceiling  prices  on  this 
controlled  crude. 

3.  No  major  category  of  crude  should 
have  a  post-entitlements  cost  that  gives 
its  users  a  significant  competitive 
advantage  or  disadvantage. 

4.  There  should  be  no  increase  in  the 
national  average  costs  of  crude  or 
products. 

The  principal  alternative  changes  to 
the  entitlements  program  considered  in 
this  analysis  are: 

1.  Establish  a  separate  tier  for 
controlled  ANS. 

2.  Combine  controlled  ANS  with  all 
other  upper  tier  crudes  into  a  single  tier. 

3.  Combine  controlled  ANS  with  all 
other  upper  tier  into  a  single  tier,  but 
reduce  the  entitlements  obligation  on 
the  ANS  portion  by  an  amount  equal  to 
the  added  transportation  cost  of  ANS 
when  compared  to  other  upper  tier 
crudes. 

The  effects  of  each  alternative  on  the 
average  net  acquisition  costs  of  each 
category  of  crude  were  calculated  and 
are  shown  in  the  following  table  derived 
from  entitlements  data  and  estimates  of 
transportation  costs  for  ANS  crude  for 
January  1980. 

Net  Cost  to  Refiners— January  1980 


Alternatives 


Present 


Separate  Upper 
tier  tier 


Upper 

tier 

freight 

adjusted 


ANS  controlled .  17.08  24.81  30.70  25.56 

Upper  tier .  24.81  24.81  21.72  24.43 

Lower  tier .  24.81  24.81  24.81  24.81 

Exempt .  25.84  24.81  24.81  24.81 

Imports .  25.17  24.13  24.13  24.13 

Domestic .  27.73  26.69  26.69  26.69 


These  alternatives  do  not  affect  the 
average  net  costs  of  lower  tier  crudes 
nor  do  they  affect  the  $2.56  cost 
difference  between  imports  and  exempt 
domestic  crudes.  Putting  the  controlled 
ANS  and  exempt  crudes  into  separate 
categories  for  entitlements  purposes 
causes  the  exempt  crude  cost  to  decline 
by  $1.04/bbl  or  2.5  cents  a  gallon.  This  is 
offset  by  an  increase  in  the  cost  of 
controlled  ANS  under  Alternative  1,  and 
an  increase  in  the  combined  cost  of 
controlled  ANS  and  upper  tier  in 
Alternatives  2  and  3.  Alternative  1 
would  make  the  average  net  cost  of  ANS 
equal  that  of  the  three  other  groups. 
Alternative  2  would  cause  the  average 
ANS  cost  in  January  1980  to  exceed  that 
of  upper  tier  by  $9.06,  and  would  place 
ANS  refiners  at  a  substantial 
disadvantage.  The  average  cost  of  ANS 
would  exceed  that  of  lower  tier  and 
exempt  by  $5.97.  This  alternative  would 
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change  the  present  ANS  advantage  of 
S6.93  into  a  S5.97  disadvantage.  The 
third  alternative,  offsetting  the 
entitlements  burden  on  ANS  by  the 
added  transportation  costs  of  ANS 
compared  to  all  other  upper  tier  crudes, 
would  significantly  reduce  the 
disadvantage  created  under  Alternative 
2.  For  example,  using  a  value  of  $8.53  for 
ANS  freight,  the  disadvantage  for  ANS 
relative  to  lower  tier  and  exempt  was 
reduced  to  $0.75.  In  theory,  the  added 
freight  cost  would  equal  the  incremental 
acquisiton  cost  of  ANS  compared  to 
upper  tier,  provided  that  the  two  groups 
have  the  same  average  quality.  When 
the  average  net  delivered  cost  difference 
derived  from  the  refiner  acquisition 
costs  reported  to  ERA  is  used  as  the 
freight  cost.  Alternative  3  equals 
Alternative  1. 

These  net  costs  were  also  compared 
to  the  net  costs  of  uncontrolled  ANS  to 
determine  if  these  costs  would  exceed 
the  fair  market  value  of  this  crude,  and 
thus  cause  downward  pressure  on 
wellhead  prices.  In  addition, 
comparisons  of  delivered  costs  on  both 
the  Gulf  and  West  coasts  were  made  to 
determine  if  separate  entitlements 
treatment  would  be  appropriate  for  ANS 
destined  for  each  market.  Using  freight 
costs  of  $10.60  to  the  Gulf  coast  and 
$7.50  to  the  West  coast,  the  following 
delivered  net  costs  were  developed. 

Refiners  Net  Cost  of  Controlled  ANS 


controlled  crude  that  are  less  than  these 
values  on  both  coasts,  and  producers 
should  be  able  to  realize  ceiling  prices 
under  either  alternative.  The  net  costs 
under  Alternative  2  exceed  the  exempt 
ANS  prices  on  both  coasts,  and  can  be 
expected  to  put  downward  pressure  on 
wellhead  prices. 

These  data  indicate  that  the  present 
market  sti;ucture  will  allow  refiners  on 
the  Gulf  coast  to  pay  the  added  freight, 
and  that  no  regulatory  adjustment  for 
this  added  freight  is  warranted  at  this 
time. 

The  present  program  granted  a  benefit 
of  $304  million  to  ANS  in  January  1980. 
Uncontrolled  crudes  bore  a  burden  of 
$304  million.  As  seen  in  the  following 
table,  the  burden  and  benefits  would  be 
eliminated  under  Alternative  1.  ANS 
would  carry  a  burden  and  upper  tier  a 
benefit  under  Alternatives  2  and  3.  All 
alternatives  will  not  change  the  national 
average  crude  cost.  Rather  they  will 
reduce  the  range  of  crude  costs  among 
refiners,  and  restore  more  normal 
competitive  equilibrium  in  the  product 
markets. 

Benefits  Granted  to  Crudes— January  1980 

(Million  dollars  I 


Alternatives 

Present _ 

1  2  3 


ANS  controlled .  $304  0  -261  -S33 

Upper  tier .  0  0  261  33 

Lower  tier .  0  0  0  0 

Exempt . . -304  0  0  0 


Alternatives 

1 

2 

3 

25.61 

31.59 

26.43 

West  coast . 

22.51 

28.49 

23.33 

The  average  net  delivered  cost  of 
exempt  ANS  in  January  1980  was 
estimated  to  be  $27.38  on  the  Gulf  and 
$25.18  on  the  West  coast.  Alternatives  1 
and  3  would  produce  net  costs  for  the 


Preferred  Alternative 

Alternative  1,  a  separate  tier  for 
controlled  ANS,  is  the  preferred 
alternative.  It  causes  the  realization  of 
the  four  objectives  of  this  analysis,  and 
should  continue  to  do  so  until 
September  30, 1981,  when  authority  for 
the  Mandatory  Petroleum  Allocation 
Regulations  expires. 
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